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MONDAY, JUNE 9, 1958 


Unitrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to call, at 5:35 p. m., Hon. Carl 
Hayden, chairman, presiding. 
Present: Chairman Hayden, Senators Chavez, Ellender, Stennis, 
Johnson, and Dworshak. 


SMALL BUSINESS ADMINISTRATION 


STATEMENTS OF ROBERT H. MONTGOMERY, DEPUTY ADMINIS- 
TRATOR FOR ADMINISTRATION, ALBERT C. KELLY, DEPUTY 
ADMINISTRATOR FOR FINANCIAL ASSISTANCE; AND KEITH L. 
HANNA, CONTROLLER 


Bupcet EstiMatTe For REvoLvine Funp 


Chairman Haypen. I am advised that an urgent budget estimate 
for $25 million for the revolving fund of the Small Business Adminis- 
tration has been submitted. 

It has been suggested that it be added to House Joint Resolution 
624 which passed the House today and will be reported out of this 
committee very soon. 

The additional $25 million for the revolving fund of Small Business 
Administration together with the $100 million appropriated in the 
Supplemental Appropriation Act, 1958, would make available $125 
million for the current fiscal year. 

At this point there will be placed im the record the request from the 
President, the letter from Mr. Wendell B. Barnes, the Administrator 
of the Small Business Administration, and the justifications m support 
of the request. 

(The material referred to follows:) 

THe Wuire House, Washington, June 6, 1958. 
The SPEAKER OF THE Houss or REPRESENTATIVES. 

Str: I have the honor to transmit herewith for the consideration of the Congress 
a proposed supplemental appropriation for the fiscal year 1958 in the amount 
of $25 million for the Small Business Administration. 

The details of this proposed appropriation, the necessity therefor, and the 
reasons for its submission at this time are set forth in the attached letter from 
the Acting Director of the Bureau of the Budget, with whose comments and 
observations thereon I coneur. 

Respectfully yours, 
Dwicut D. EISENHOWER, 
President. 


1 





DU“, 


2 ADDITIONAL SUPPLEMENTAL APPROPRIATIONS FOR 1958 


EXECUTIVE OFFICE OF THE PRESIDER * 
BUREAU OF THE BUDGET 


Washington, D. C. 
The PRESIDENT, 
The White House. 
Sir: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal year 1958 in the amount of $25 million 
for the Small Business Administration, as follows: 


INDEPENDENT OFFICES 
“SMALL BUSINESS ADMINISTRATION 
“Revolving Fund 


“For additional capital for the revolving fund authorized by the Small Business 
Act of 1953, as amended, to be available without fiscal year limitation, 
$25,000,000.”’ 

The Small Business Act of 1953, as amended, empowers the Administrator of 
the Small Business Administration to make loans to qualified small business con- 
cerns and to make such loans as the Administrator may determine to be necessary 
or appropriate because of floods or other catastrophes. 

At the present rate of loan commitments, the revolving fund will be exhausted 
by June 15. This situation has come about because of a recent heavy increase 
in business loan applications. The proposed supplemental appropriation is 
needed to assure the availability of sufficient funds through the end of this fiscal 
year for the business and disaster loan programs. 

I recommend that the foregoing proposed supplemental appropriation be 
transmitted to the Congress. 

Respectfully yours, 
Rosert E. MERRIAM, 
Acting Director of the Bureau of the Budget. 


Sma.Lui Business ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., June 6, 1958. 
Hon. Cart Haypen, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


Dear Senator HaypeEn: The following information is being submitted in 
explanation and justification of the recommendations by the President for a 
supplemental appropriation of $25 million for the revolving fund of the Small 
Business Administration. 

The Small Business Act of 1953, as amended, provides for a revolving fund to 
finance the lending operations of this agency. The authorization provides for 
not to exceed $305 million in business loans and $125 million in disaster loans to be 
outstanding at any onetime. Total appropriations to the fund for both purposes 
amount to $320 million to date. Of this total, $100 million was appropriated at 
the beginning of the current fiscal year. 

As can be observed from the attached chart, the last few months have witnessed 
the largest volume of business loan applications in the experience of this agency. 
In March of 1957, 702 loan applications were received, and this was the peak 
month until this year. In March of 1958, 858 applications were received, in 
April, 810 were filed, and in May an unprecedented volume of 1,099 business loan 
applications. This increase in May was particularly surprising because in each of 
our 4 previous years, the volume in May had never exceeded the March receipts. 

During the first 10 months of this fiscal year, business loan approvals averaged 
287 in number and $12 million in amount (SBA share). Disaster loans averaged 
110 per month in number, in an amount of $1 million. After allowing for cancella- 
tions, adjustments for deferred participation loans, and principal repayments, the 
average net charge per month against the revolving fund amounted to $7.7 
million. In April, a peak month, 427 business loans in the amount of $16.9 
million and 148 disaster loans amounting to $2 million were approved, and the net 
impact on the revolving fund for that month was $12 million. In view of this 
experience, and taking into consideration the limitations on number of personnel 
available for this activity, together with the fact that there was a balance of $27 
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million in the fund on April 30, it was anticipated that this amount would be 
sufficient to provide for such approvals as we would be able to process through 
approximately June 30. 

Be sause of the tremendous increase in loan applications in May, every available 
effort was expended toward the processing of loan applications in an effort to 
avoid the backlog becoming too great. Overtime which had been started in 
March and continued through April was continued at an even greater pace in 
May. Financial specialists who had been assigned to loan administration and 
servicing were temporarily reassigned to loan processing. All of these efforts 
resulted in a recordbreaking approval of 606 business loans and 322 disaster loans 
in an amount of $30 million (SBA share). Most of the disaster loans were those 
which resulted from the recent legislation authorizing disaster loans to be made 
to small business firms who suffered economic injury as a result of excessive rain- 
fall. After making allowances for cancellations, repayments, etc., the net charge 
against the revolving fund for lending activities during May was approximately 
$24 million. Thus, only $3 million remained available as of May 31 for lending 
activities in June. Cancellations and repayments on existing loans during June 
will increase this balance to approximately $10 million. If the May rate of 
approvals continues through June, this would indicate a need for approximately 
$20 million. The appropriation request of $25 million was considered advisable to 
provide for this, plus a small reserve to meet unforeseen contingencies, such as a 
major disaster. 

In view of our present situation, and pending action on this appropriation 
request, I am reserving our small available balance for diaster loans and, to the 
extent possible, for any very urgent business loan applications. 

It appears that the existing authorizations for both business and disaster loans 
will be sufficient for the month of June. 

We will be glad to furnish such additional information as may be required in 
support of this request. 

incerely yours, 
WENDELL B. Barnes, Administrator. 

Enclosure. 
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SMALL Bustness ADMINISTRATION REVOLVING FunD, SMALL BUSINESS 


ADMINISTRATION 
NARRATIVE STATEMENT 


This fund finances the two types of lending activities of the Small Business Ad- 
ministration: (1) Business loans to small-business concerns and (2) disaster 
loans to business firms and homeowners who have suffered damage from floods 
or other catastrophes, including loans to small business concerns in designated 
areas affected by a drought or excessive rainfall which have suffered substantial 
economic injury as a result. 

A total of $430 million is authorized to be appropriated to provide funds for 
these lending activities, under which not to exceed $305 million may be outstand- 
ing at any one time for business loans and not to exceed $125 million may be out- 
standing for disaster loans. Appropriations made to date total $320 million, 
including $100 million for fiscal year 1958. 

As a result of a recent unprecedented increase in business loan applications, and 
a large number of “excessive rainfall’ disaster applications, a total of 606 business 
loans and 322 disaster loans for an amount of $30 million (SBA share) were ap- 
proved in May. At this rate of loan commitments, the fund will be exhausted 
arly in June. The proposed supplemental appropriation is needed to assure 
the availability of sufficient funds through the end of this fiscal year for both the 
business and disaster loan programs. 


Program and financing 


Presently | Revised esti- 
available mate, 1958 Difference 











1958 ! 
Program by activities: 
Loan commitments: 
Business loans: 
DOGG SS 5 6S chet tinned chgbieclntectihaensae $48, 720,000 | $69, 960, 000 $21, 240, 000 
Immediate participation_...-.....---------------- 92, 400, 000 88, 010, 000 —4, 390, 000 
Deferred partioipntien. «oc soso in hdc cde ancue 26, 880, 000 19, 130, 000 —7, 750, 000 
Petes eens WMS. s . o.oo ook acs hee 168, 000, 000 177, 100, 000 9, 100, 000 
a rr ae ee 15, 000, 000 17, 600, 000 2, 600, 000 
Deferred participation business loans not expected to 
om Gee (1) .3 3. cacti ete —21, 504,000 | —15, 304, 000 6, 200, 000 
"TOCRs COneneNONeN, Reb. gone oo oko enc denceve 161, 496, 000 179, 396, 000 17, 900, 000 
REIS CI aii cde in db cctintnninininwndawticlinky dbo 7, 730, 000 7, 243, 500 — 486, 500 
Totel operational Dw0grattl. «.....4.<c.cns<ccceccsuncscous 169, 226, 000 186, 639, 500 17, 413, 500 
Interest expense on funds expended_........-........-.-.--.-- 5, 801, 000 6, 638, 000 837, 000 
Total pecgratt WONGAIEG) «occ incnsiniwcsdssascusanecs _ 1%, 027, 000 193, 277, 500 18, 250, 500 
Financing: 
Amounts becoming available: 
TING iiss ci Cgrnticintigh dae elena 100, 000,000 | 125, 000, 000 25, 000, 000 
Receipts from operations: 
Principal collection on loans: 
8. oe on. cena ees 38, 686, 000 32, 451, 000 —6, 229, 000 
ONE SINE, goes onndtsinndnncnceeme Sus 5, 009, 000 6, 982, 000 1, 973, 000 
Eenbatest Shpstne ah 1ONNG i. 56006 ckicy eesnccsnencce 9, 851, 000 8, 841, 000 —1, 010, 000 
Fee income on deferred participation loans.___._.- 600, 000 498, 000 — 102, 000 
Recovery of prior-year obligations: 
RG CRIN 6 nie de a cancnnsosbenbesaahcan 16, 760, 160 20, 300, 000 3, 539, 840 
Repayments to banks on deferred participation 
CRONE BNE oii ncn cd dhe nnrintnsiiohtinad andl 300, 000 449, 000 149, 000 
Total amounts becoming available__-.._.__.-- 171, 200, 160 | 194, 521,000 23, 320, 840 
Unobligated balance brought forward_-.............-.---- 3, 826, 840 4, 108, 982 282, 142 
Ore EE SITIES onc oc sanccuacerctkenbuecabanonn 175, 027, 000 198, 629, 982 23, 602, 982 
Unobligated balance carried forward_-_-................-.--]-------------- —5, 352, 482 —5, 352, 482 
Financing applied to program... _-.....-.--.-..---- .----| 175,027,000 | 193, 277, 500 18, 250, 500 


1 Source: 1958 estimates in 8S. Doc. 57, dated Aug. 7, 1957 (The Supplemental Appropriation Bill, 1958). 
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Object classification 


Presently | Revised esti- | 
available mate, 1958 Difference 





1958 | 
07 Other contractual services: Reimbursement to ‘Salaries 
and expenses, Small Business Administration’’.........| $7, 730, 000 $7, 243, 500 — $486, 500 
14 Interest expense on appropriated funds expended- --.--_-- 5, 801, 000 6, 638, 000 837, 000 
16 Investments and loans..............-...-...-.-...-. eaeee 161, 496,000 | 179, 396, 000 17, 900, 000 
I vo cncertgctmainamerns ainllanun maven 175, 027,000 | 193, 277, 500 18, 250, 500 





1 Source: 1958 estimates in 8. Doc. 57, dated Aug. 7, 1957 (the supplemental appropriation bill, 1958). 





URGENCY OF APPROPRIATION 


Chairman Hayprn. Now, tell us, briefly, what is the urency, Mr. 
Montgomery, for this appropriation? 

Mr. Monteomery. Mr. Chairman, because of an unprecedented 
increase in our business loan applications for the past few months, 
the revolving fund is almost exhausted. March and April ran about 
a third greater than last year. The chart attached to the letter to 
the Chairman, shows the comparison. The May increase was 67 per- 
cent over last year. The latter month was running contra to the 
trend of previous years. 

In the use of the fund, the net charge averaged only $8 million for 
the first 10 months, but in April it increased to $12 million and in 
May it jumped to $24 million. 

Now the revolving fund balance was $27 million on April 30 and 
in view of previous experience, it appeared that the fund would be 
sufficient until about the end of June; however, May loan approvals 
totaled $34 million, of which the SBA share was about $30 million. 
This tremendous increase in workload was achieved through use of 
heavy overtime, and reassignment temporarily of the personnel from 
other functions. The net impact on the revolving fund was $24 mil- 
lion, leaving about $3 million for June. 

Including repayments, cancellations, and so forth, about $10 
million would be available for June as of now. 


NEED FOR RESERVE 


The May rate, if continues, would be $30 million, requiring a 
supplemental of about $20 million. We have asked for the $25 
million to provide for a small reserve. It has been necessary for the 
Administrator to withhold approval of business loans reserving the 
small balance in the fund for disaster and extremely urgent cases, to 
the extent possible. 

That is about the summary of it, sir. 

Chairman Haypen. We are very glad to have had this record. [| 
thank you for the statement. 


=m? 
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DEPARTMENT OF LABOR 


TEMPORARY UNEMPLOYMENT COMPENSATION Act oF 1958 


STATEMENTS OF EDWARD L. KEENAN, DEPUTY DIRECTOR, BU- 
REAU OF EMPLOYMENT SECURITY; FOREST L. MILLER, DEPUTY 
ASSISTANT DIRECTOR IN CHARGE OF UNEMPLOYMENT INSUR- 
ANCE; H. DANIEL DARLING, DEPUTY ASSISTANT DIRECTOR, 
PROGRAM REPORTS AND ACTIVITY ANALYSIS; EUGENE LOVE, 
CHIEF, DIVISION OF BUDGETS AND FISCAL OPERATIONS; 
HERBERT A. MEYER, CHIEF, BRANCH OF ESTIMATES AND 
EXPENDITURES; JAMES E. DODSON, ADMINISTRATIVE ASSIST- 
ANT SECRETARY; AND NEWELL BROWN, ASSISTANT SECRETARY, 
DEPARTMENT OF LABOR 


SUPPLEMENTAL APPROPRIATION REQUEST 


Chairman Haypren. The House passed House Joint Resolution 624, 
making additional supplemental appropriations for the Department 
of Labor for carrying into effect the provisions of temporary unem- 
ployment compensation act of 1958, and for other purposes. 

Mr. Keenan, will your briefly state why this money is needed. 


PREPARED STATEMENT OF THE DIRECTOR 


Mr. Keenan. My name is Edward L. Keenan. Mr. Goodwin is 
not —_ He has a son graduating from college, so I am here testifying 
for him. 

I would like to put into the record, if I may, the statement which Mr. 
Goodwin had prepared. 

Chairman Haypen. That may be done. 

(The statement referred to follows:) 


STATEMENT OF RosertT C. Goopwin, Director, BurREAU oF EMPLOYMENT 
SECURITY, ON APPROPRIATION REQUEST FOR THE BENEFITS AND ADMINISTRA- 
TIVE CosT OF THE TEMPORARY UNEMPLOYMENT COMPENSATION AcT oF 1958 


Mr. Chairman, we are requesting $665,700,000 for the payment of benefits and 
the administrative cost of the Temporary Unemployment Compensation Act of 
1958 which was signed by the President on June 4. Of this amount, $640 million 
is for the payment of unemployment compensation to individuals who have ex- 
hausted their rights under the State or Federal unemployment insurance pro- 
grams. State administrative costs are estimated at $25,100,000 and $600,000 will 
be required for salaries and expenses of the Department of Labor employees 
engaged in directing and administering this program. 

This program is needed to provide some measure of income maintenance to the 
Jarge number of unemployed workers who have exhausted their rights to benefits 
under State or Federal unemployment insurance laws. The number of individuals 
exhausting benefits in the State unemployment insurance and Federal employees 
programs has increased sharply since last November when 84,400 workers were 
dropped from the unemployment compensation rolls because they had been paid 
all the benefits to which they were entitled. In April, this number had increased 
to 231,200 which is more than double the 114,700 who exhausted their benefits 
in the same month a year earlier. 





8 ADDITIONAL SUPPLEMENTAL APPROPRIATIONS FOR 1958 


The Temporary Unemployment Compensation Act of 1958 provides that, in 
States which agree to act as agents of the Secretary of Labor, an individual who 
has exhausted his benefit rights under the State or Federal unemployment com- 
pensation laws shall be entitled to receive additional benefits equal to 50 percent 
of the total amount he received under that law. Individuals who exhausted their 
benefit rights after June 30, 1957, and before April 1, 1959, are eligible to file 
claims in such participating States. The claims of these individuals will be paid 
in accordance with the applicable provisions of the State’s unemployment insur- 
ance laws. States which enter into agreements with the Secretary of Labor may 
begin to make payments to these individuals for weeks of unemployment begin- 
ning on or after June 19, 1958. The law provides that the Federal Government 
will recover all costs of the program except those related to payments to individuals 
exhausting their rights under the Federal unemployment insurance programs. 

Our estimate of $640 million which will be needed for the payment of benefits 
to unemployed workers under this program is based on the assumption that all 
States will participate in the program. It is anticipated that all States will 
accept the extension of the basic agreements with the Secretary of Labor for the 
payment of unemployment compensation to Federal workers and to Korean 
veterans, since the cost of such extension will be paid by the Federal Government. 
In addition, all States will participate in the program through the handling of 
interstate claims as agents of States which do have agreements with the Secretary. 
As I stated earlier the President approved this act on June 4. It is too soon to 
predict how rapidly the States will enter into agreements with the Secretary to 
put this program into effect. All States will want to study the regulations govern- 
ing the program before entering into an agreement to extend these benefits to 
workers covered by the State laws and some States have indicated that they will 
need a favorable Attorney General’s opinion or legislative approval. This means 
that only a few may be ready to start their program on the effective date of Public 
Law 441 and additional States will join at a later date. If all States participate 
in the program it is estimated that 2,650,000 eligible workers will file claims for 
benefits. It is further estimated that these individuals will draw benefits for an 
average of 844 weeks. 

The State administrative costs are related to the benefits paid or services 
actually performed and funds will be advanced to them for this purpose only to 
the extent that such costs are incurred. 

While benefits will be paid by the States the Bureau will have important re- 
sponsibilities with respect to this program. For example, it will be necessary to 
(1) develop and maintain operating procedures, (2) continuously evaluate the 
operations of the program to assure that the regulations of the Secretary of Labor 
are being complied with, (3) provide consulting services and technical assistance 
to State agencies on the new and unusual problems related to this program, (4) 
develop interpretations of the Federal act and insure uniform application of such 
interpretations among the States, (5) develop informational materials to be used 
by the Bureau and the States to keep the public informed about the program. 

Administration of this program is expected to be complex because of the 
unusual problems with which the Bureau and the States will be faced. It is there- 
fore extremely important that we receive approval for the funds requested for 
State administration and for 60 positions requested for the Bureau and the Office 
of the Solicitor. Because of the involved problems to be resolved we have made 
tentative arrangements to hire about 20 experienced people from the State agen- 
cies. These people can be on duty as soon as funds are available. We are now 
actively arranging for the recruitment of the additional 12 professional employees 
and the clerical workers who will be needed. 

There is one additional point I want to make before closing. That is that these 
moneys can only be used for this program. If they are not used they will revert 
to the Treasury. 


HOUSE ACTION 


Mr. Kernan. The House approved the total amount of money 
that was requested. As you know, this temporary unemployment 
compensation program is to go into effect in 15 days after the bill 
was signed by the President. We are working with the States now to 
see which one of them may be accepting the program and we cannot 
tell at the moment how many will. However, it is important to get 
the money as soon as possible so as the States make their decisions 
the money will be available for the payment of extended benefits in 
those States that decide to go along with the program. 
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METHOD OF HANDLING FUNDS 


Senator Extienper. Is all money on a loan basis? 

Mr. Keenan. It isa Federal appropriation and a grant to the States, 
but it is to be repaid by 1964, based on 1963 taxes, by an increase in 
the taxes of employers in the States. So I think legally, or techni- 
cally, it is not a loan, but it has to be paid. It amounts to Federal 
benefits when they are paid, but the employers from the States pay 
back the funds. 

Senator ELLeNpER. How will arrangements be made between the 
Government and the States so that payments can be made? 

Mr. Keenan. It would be repaid by a Federal tax, sir, and that is 
in the Federal legislation that was passed. 


HOUSE AMENDMENT 


Chairman Haypen. I notice that the House, on the floor, adopted 
the following amendment to the bill: 


Provided further, That notwithstanding any provision of law to the contrary, no 


part of any funds appropriated by this Act and expended for administrative costs 
in the payment of benefits pursus ant to the Te smporary Unemployment Compensa- 


tion Act of 1958, to persons who exhausted their rights to benefits under title XV 


of the Social Security Act as amended, or title IV of the Veterans Readjustment 
Assistance Act of 1952, as amended, shall be included in any computations 


required under section 104 (a) of said Temporary Unemployment Compensation 
Act of 1958. 

Is that agreeable? 

Mr. Keenan. Yes. We think it is fine. It will allow the Federal 
Government to pay administrative costs involved in payment of 
benefits to Federal employees and to veterans. We are in favor of 
this and we think it is proper. 

Chairman Haypen. Since the House amended the bill on the floor, 
I just wanted to have it on the record that you approve of it. 

Mr. KEENAN. Yes, sir; we are very much in favor of it. Without 
it, we had a very anomalous position in that the States were asked to 
pay extended benefits to Federal employees and yet there was no 
other provision to pay the administrative costs after the States agreed 
to do it. That would be an anomaly to ask the States to tax their 
employers to pay benefits to Federal employees. 

Senator Cuavez. When did the bill pass the House? 

Mr. Keenan. | think earlier today. 1 am without knowledge on 
that. 

Senator Cuavez. Of course, the Senate has not acted on it yet. 

Mr. Keenan. Not on the appropriation, but on the substantive 
legislation; yes. 

Senator Cuavez. This is legislation authorizing an appropriation. 

Chairman Haypren. The House has passed this bill, and it is 
referred to us for our consideration. 

Senator ELLENDER. It is to carry out an authorization. 

Mr. Keenan. Yes. 


ADDITIONAL TAX TO SUPPORT BILL 


Senator ELLENDER. Going back to the question I asked a moment 
ago about repayment, and the tax that is to be collected so as to 
repay this amount advanced to the States, that statute is already on 
the books; is it not? 
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Mr. Kernan. Yes; Mr. Newell Brown, the Assistant Secretary, 
would like to talk to that. 

Mr. Brown. The employers are already taxed three-tenths of 1 
percent of covered wages, by the Federal Government, the proceeds 
from which are used to pay the administrative costs of the program. 
The bill provides that if the money the State spends under this pro- 
gram in the next year is not restored to the Treasury beforehand, that 
tax, that three-tenths of 1 percent tax, will be increased unilaterally 
by the Federal Government under the bill, in 1963, to restore to the 
Treasury the funds expended in the program. 

Senator Etuenper. Is the rate of additional tax fixed? 

Mr. Brown. Yes, sir; it goes up 50 percent. That is, from 0.3 
percent to 0.45 percent. If that vear of taxation does not foot the bill, 
then in the following year it goes up another 0.15 percent, to 0.6 
percent. 

Senator ELuenpER. I presume that the additional tax would be 
imposed only in those States that take advantage of this loan pro- 
vision? 

Mr. Brown. That is correct, sir. 

Senator ELLeNpER, Of course, I call it a loan, although you do not 
receive any promissory notes, or anything like that. However, this 
amount is repayable from proceeds of a tax that is to be imposed in 
those States that take advantage of this loan? 

Mr. Brown. The employers in those States; yes. 


AUTHORIZATION FOR ADDITIONAL FUNDS 


Chairman Haypen. To make the record clear, this bill in which we 
are asked to appropriate the money, became a law on June 4, Public 
Law 441, 85th Congress, 1958. 

Mr. KEENAN. Yes, sir. There are two points, sir, I would like to 
comment on, if I could. 


HOUSE LANGUAGE ON ADMINISTRATIVE COSTS 


First in the report of the House subcommittee, which I believe 
was adopted, there is some language which gives us a great deal of 
concern. It provides in the report for the restriction of Federal-State 
administrative funds, so that they would be available, generally, in 
proportion to the number of claims actually taken, 

In other words, the percentage by which the estimate of claims 
was excessive will be applied to the amount of funds provided for 
State and Federal administrative expenses, and the approximate 
amount of the resulting sums is*to be placed in reserve for return 
to the Treasury. 

I am very much afraid this will have a deterrent effect upon accept- 
ance of the program by the States. The States, in other words, can- 
not be sure of the funds until after they enter the program, and then 
they will get funds only in relation of the total amount of benefits 
paid in that State, as compared to the original estimates. 

There are certain costs that have to be undertaken in the Bureau 
and the States in advance and some which have no direct relationship 
to the number of claims taken. 

For example, if a State decides to pay benefits only to Federal em- 
ployees and to veterans and not to people insured under their own 
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State laws, their overhead expenses would be almost as large as if they 
adopted the whole program. Yet there is no provision in this language 
for taking that into account. 

It is also true that some State costs will be incurred without direct 
relationship to the workload; some of this gets a little complicated. 
We have an interstate benefit procedure, so if a man has rights in 
one State but moves to another he can claim in the State where he is 
living. That is not taken into account. 

It would also have a very serious effect on our relatively small 
staff in the Bureau of Employment Security, because we would not 
know how many people to hire until we knew how many States adopted 
the program. It says that the Federal staff would have to be in 
relation to the actual claims, and our work has to be done in advance. 
We have to prepare agreements. We are in the process now of 
preparing agreements for the States to sign, if they wish to partake 
of the program. We have to have some of our people in the field in 
the regions, working with the States, on some of the technical questions 
that are coming up. 

Our request for the Bureau is relatively modest. Almost half of it 
is clerical in nature, but, with this restriction of relating it to the 
actual number of claims that will result from the number of States 
that adopt the program, it is very difficult for us or the States to hire 
people in advance in order to get the program underway. 

Chairman Haypen. Will you prepare and leave with the committee 
clerk some language for the Senate committee report that will clear 
up that matter so that the committee can consider it? 

Mr. Keenan. Thank you. We will be happy to do that. 


TIME LIMIT 


Senator ELLENDER. Do you expect to have a time limit within which 
States will be permitted to participate in this program? 

Mr. Keenan. There is none under the law, sir. 

Senator ELLENpDER. It is definitely not in the law? 

Mr. KEENAN. Yes, sir. 

Senator ELLENDER. And the limitation is only as to the amount? 

Mr. Keenan. Well, the program is only good through April 4, 1959, 
but a State could accept it next week or next month or in September, 
or even in next January. 

Senator ELLENDER. But the money must be paid out during the 
life of this bill? 

Mr. KEENAN. Yes, sir. 


STATUS OF STATES’ RESPONSE 


Chairman Haypen. I have been handed this sheet, entitled “Status 
of States’ Response to Public Law 441, 85th Congress, as of Noon, 
June 9, 1958.”” That brings us right up to the present time. 

Mr. Keenan. Yes. That is the latest data, and we compiled that 
this morning from the best information that was in our possession. 

Chairman Haypen. We will insert that in the record at this point. 
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(The statement referred to follows:) 


Status of States’ response to Public Law 441, 85th Cong., as of noon, June 9, 1958 


DIR i553 Ha3 tment State agency reports will probably join program. 

IN eae ht ina Sakis ti State agency attorney says organic act needs change. 

I on = in pail Ate. State agency reports will probably join program. 

MN oon on oe aces Do. 

aeentete dS So. S55 ak Governor considering. 

SN Le Siacucca cna cue No information. 

Connecticut: ..............- . Has extended benefits under State law. Probably 
will not join. 

I ol ceca actglet wei os Send Plan to call special session. 

District of Columbia.__---~--- Commissioners will consider June 10. 

POONER A caWakl -<ucnewate Governor says will not accept program at this time. 

SSE AE EE No information. 

ES a ae nike im nies awe Governor says will probably accept. 

CE a ents Sa ek et x No information. 

pea th. Chall 2a Sl. Will call special session. 

NN 622 shh eeesw ee No information. 

Ol Nia Erin lan Governor has decided not to call special session at 
this time. 

ea ck denen t is Sia No information. 

meeNON 6 SiN fe eee Governor is considering. 

IMMMMORRs oy ik 5 o tHe = teh Do. 

EOE CE EC No information. 

ale epic Fel pte Governor says will accept. Special session needed. 

Dresemcnusecce. .’.'.....-..2 Legislature in session now considering extended 
benefits. 

RENOO 5. iisl ss obs arnwway Do. 

IO ac lie cssdion ones ener Special session scheduled in June to consider pro- 
gram. 

PR anaes eee Governor says State law prevents acceptance of 
program. 

aaa isk Shes No information. 

I cate bodies cata State agency reports may join program. 

PRR ee wieaeece Governor considering whether to call special session. 

OS Fe a han al Governor will call special session, if necessary. 

New Hampshire_---------- No information. 

HOW 2ereey 220s 24 Te Legislature in session considering extended benefits. 

mew Baekico..........243.. Attorney general has ruled that State can join 
program, 

Na a dade abi Governor says State will sign agreement. 

North Carolina__.._.....-- No information. 

North Dakota.-..-... 222. Do. 

Mos si ed Sie Le Governor will call special session to consider. 

NO a as. nds tke ceece ws Governor considering. 

gaia eo a aes Governor considering call for special session. 

PenRSyiVaNniG.. ...........< State has signed agreement. 

Rhode Island. 2.222.025. Legislature approves agreement. Referendum 
scheduled June 10, 1958. 

South Carolina............ No information. 

South Dakota___....-.---- Do. 

IS. «Se we cu ee Do. 

NN teh oak cs cco Governor considering. 

ROME Siete Suibl dels eile le No information. 

MMMAOMS bes, Lt oaks Do. 

NN oii = gine & ah Governor indicates will not participate at this time, 

Waeeunnon..:.......----.4 No information. 

Wrent, Vee. wc cea c ode e e Do. 

vaso 248 8. Uk od 5 Special session of legislature called for June 11. 

hs oi ee. No information. 

2 es a ee Will accept unemployment compensation for 


veterans and unemployment compensation for 
Federal employees extended benefits. 
View Sete. od co tects Do. 


Norte.—State reactions limited to extension of benefits under State laws. All States expected to agree 
to extension of benefits in unemployment compensation for veterans and unemployment compensation 
for Federal employees programs. 
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HOUSE PROVISION 


Mr. Keenan. There is one other thing, Mr. Chairman. In the 
House committee bill, it provides that the funds are available only 
through April 30 of next year, and that worries us a little, because 
there will be some work, liquidation work, annual leave of personnel, 
and the handling of disputed claim work, of fraudulent changes which 
will require additional time. 

Chairman Hayven. I do not thing you had better attempt to change 
that in this bill now. 

Mr. Keenan. I understand that. I just wanted to get it on the 
record that we are concerned about it and we will study it and, 
perhaps, next January we will report further on this problem. 

Chairman Haypen. All right; thank you for your statement. 

Mr. Keenan. Thank you. 

(Whereupon, at 5:55 p. m., Monday, June 9, 1958, the hearing was 
concluded. ) 

O 





